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REVIEW OF THE THIRD QUARTER: 


Upturn in Industrial Activity 


BUSINESS SENTIMENT and activity in New England im- 
proved noticeably between the opening and close of the 
third quarter of 1949. At the beginning of July many 
manufacturers welcomed vacation shutdowns to permit 
orders to catch up with past production. By the end of 
September producers in several industries had recalled 
workers and stepped up output to satisfy a rising tide 
of orders, which in some cases had piled up high enough 
to keep plants running for the rest of the year. 

The decline in production during the first half of 1949 
exceeded the decline in sales. The difference between 
sales and output reduced inventories sharply in many 
instances. The rate of decline in prices slackened by July, 
and purchasers were less tempted to postpone buying in 
anticipation of further price concessions. The prices of 
some textiles, nonferrous metals, and many other com- 
modities had even advanced by the end of the quarter. 

With lower inventories and stiffening prices, retailers, 
wholesalers, and manufacturers re-entered the market 
in increasing numbers and placed more orders. Manufac- 
turers’ sales in the United States rose about 15 per cent 
from July to August. 

According to the New England Purchasing Agents’ 
Association, the more favorable business conditions 
have extended to a large proportion of New England 
manufacturers. The new-orders situation improved 
steadily during the third quarter. More than half of 





Industrial activity in New England picked up 
toward the end of the third quarter of 1949, with 
the greatest strength shown by the nondurable- 
goods industries. Seasonal factors, firmness in 
prices, and the need for inventory replenishment 
contributed to the improvement. The textile, 
jewelry, shoe, food, paper, and rubber industries 
led the upturn in employment. Total unemploy- 
ment declined during the quarter. Most durable- 
goods industries evidently reached their low point 
in August, one month after the turning point for 
the nondurables. 
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the companies reported an improvement in orders from 
August to September; only 12 per cent reported lower 
orders. As orders, production, and employment picked 
up, the decline in inventories of raw materials and goods 
in process was checked. Buying policy lengthened grad- 
ually during the quarter from a most common policy 
of purchasing only one month’s needs to a two-month 
forward position. Inventories of finished goods still 
went down, however, as sales continued to outstrip 
factory production. 

Producers of both durable and nondurable goods ex- 
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perienced the rise in orders and sales. It was translated 
into increases in production, work weeks, and employ- 
ment more effectively in the nondurable lines, where 
production had fallen earlier and inventories had shown 
a greater decline. 

In New England, manufacturing employment in 
August rose to 1,291,000, almost two per cent above the 
July level. Nevertheless, manufacturing employment 
was still nearly 15 per cent below the 1,511,000 total for 
August 1948. It had fallen steadily from the fall of 1948 
to the low point this July. 

Employment in the nondurable-goods industries in- 
creased by 23,700 workers from July to August. Pre- 
liminary reports point to a further gain for the non- 
durables in September. Within the soft-goods division 
of manufacturing, every industry showed improvement 
in August. The employment pickup was most pro- 
nounced in the production of textiles, miscellaneous 
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manufactures such as jewelry, leather and leather 
products, food, paper and paperboard, and rubber 
products. Nevertheless, the only nondurable-goods in- 
dustries in which employment was above or close to 
the levels of last August were printing and publishing, 
leather and leather products, and food. 

The durable lines experienced a small employment 
drop in New England from July to August. Slight in- 
creases in employment by the transportation equip- 
ment, furniture, and stone, clay, and glass products 
industries were not sufficient to offset declines in the 
other hard-goods lines. Most of the employment reduc- 
tion, however, occurred in the nonelectrical-machinery 
industry. All the durables except transportation equip- 
ment operated in August at employment levels sub- 
stantially below those of last year. Early reports for 
September indicate the likelihood of an upturn from 
August employment levels. 


Unemployment Declines 


The unemployment situation in New England during 
the third quarter of this year was dominated by the 
manufacturing segment of the regional economy, as was 
true for previous months. New layoffs were less frequent 
than they had been in the preceding months, and greater 
numbers of workers were recalled to work. From the 
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July peak to August there was a 28 per cent decline in 
initial claims for unemployment benefits. They dropped 
from 178,000 to 127,000. The improvement in initial 
claims was general through all of New England except 
Vermont and was especially pronounced in Connecticut 
and the two other southern states. Continued claims 
also fell off, though the drop of four per cent to 273,000 
was more gradual. The exhaustion of benefits accounted 
for some of the decline in continued claims. Reports for 
the first two weeks in September point to further reduc- 
tions in unemployment for the month as a whole. 

The recent behavior of electric power output, trans- 
portation activity, and commercial loans in New Eng- 
land mirrored the change in the region’s manufacturing 
position. Power output in the area during the first half 
of the year was below that of a year ago. The gap 
narrowed in July, and in August total power production 
moved ahead of last year’s figure. Freight carloadings 
and motor freight carried remained below the levels of 
the same months last year, but the deficiency was re- 
duced as the quarter progressed. 

Commercial, industrial, and agricultural loans reached 
bottom in New England by the end of August, after 
nearly ten months of steady decline. They increased 
seasonally almost five per cent from August 31 to 
September 28, as manufacturers and distributors ex- 
panded their inventories and provided for other work- 
ing-capital requirements. 

The firming of prices by July, along with the reduc- 
tion in inventories, laid the foundation for the late sum- 
mer upturn. The average of all wholesale prices held 
remarkably steady throughout the third quarter, with 
small increases in food and industrial commodities 
offsetting a slight decline in farm prices. 

The recent devaluation of foreign currencies was a 
depressing force on commodity prices in the United 
States, but it had only a slight immediate effect because 
of the limited supplies available for immediate ship- 
ment. While the prices of some imported commodities 
will undoubtedly drop during the fourth quarter, the 
extent of the drop will depend on the extent to which 
prices will be bid up in terms of foreign currencies. For 
example, the effects of devaluation on the prices of im- 
ported wool have already been partially neutralized. 
Devaluation is of special significance for the textile, 
leather products, jewelry, lumber, paper, and machinery 
industries, which either buy or sell in both foreign and 
domestic markets. 

Retail prices have also remained relatively constant 
during recent months. According to the Massachusetts 
Department of Labor and Industries, the prices of 
clothing in large cities of Massachusetts have dropped 
sufficiently to compensate for minor increases in the 
prices of food and shelter. 

The reductions in clothing and housefurnishings prices 
have aided in supporting retail buying in New England, 
despite the loss of income from curtailed manufacturing 
activity. Cumulative sales of 45 major southern New 
England department stores from January through 
September 1949 were only one per cent lower than those 
for the same period of 1948. The index of New England 
department store sales was about 12 per cent lower in 
July and three per cent lower in August, however, than 
the index for the corresponding months last year. 
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Nonmanufacturing Activities Stable 


Other nonmanufacturing activities in New England 
continued their steady performance during the third 
quarter. Despite a small decline during the quarter, 
total nonmanufacturing employment at 1,796,000 in 
August was only 1.6 per cent below the employment 
total of a year ago. Essentially the same change has 
occurred in the United States as a whole, in contrast to 
the more favorable national showing in manufacturing 
employment and activity. 

The somewhat lower level of retail sales during the 
last few months has produced a three per cent reduction 
in trade employment from that of a year ago. Employ- 
ment in contract construction has been somewhat below 
last year’s levels. Half the employment losses in the 
trade and construction fields, however, have been 
counterbalanced by increases in government employ- 
ment, particularly by state and local units. The other 
nonmanufacturing activities showed no important 
changes in total employment, though employment in 
the finance, insurance, and real estate division has 
registered a small gain from the totals for a year ago. 

After a strong start during the early months of 1949, 
awards of new construction contracts in New England 
slumped from May through August. The revival of 
manufacturing activity and the generally improved 
confidence of buyers contributed to a surge of new con- 
tract awards in September. Despite the low months of 
July and August, the F. W. Dodge Corporation re- 
ported that the value of total awards in New England 
for the third quarter of 1949 surpassed that for the 
same period last year by three per cent. All major cate- 
gories of building and construction except public works 
contributed to the excess. Utility awards were outstand- 
ing with a 53 per cent gain from the figure for last year. 

The tremendous rush of new construction contracts 
in September pulled up the cumulative figures for the 
first nine months of 1949 to approximate equality with 
the total for the first three quarters of 1948. Residential 
and utility contracts were ahead of last year’s records, 
while nonresidential building and public works lagged 
somewhat behind. 

Textile manufacturing activity quickened after the 
July vacation season and supported the upswing in 
nondurable-goods production in New England. The 
long-awaited replenishment of inventories in retail 
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stores transmitted its effect through distribution chan- 
nels back to the mills, which had to expand their output 
to fill the new orders. Improved business increased 
weekly earnings for employees who worked longer hours, 
and many mills called back furloughed employees. 

All divisions of the textile industry did not share 
equally in the revival. The cotton-goods division reacted 
more slowly. Improvement in September anticipated 
the seasonal upturn scheduled for the fourth quarter. 
The dyeing and finishing division in New England was 
also slower to respond after its recent severe competitive 
readjustment. Unfavorable freight-rate differentials 
with competing areas on shipments to the midwest 
added to its woes. 

Managements strove to increase efficiency. Many 
mills revised job assignments for trial periods or re- 
opened departments only if employees agreed to try new 
allotments of work. Several cotton mills closed or 
changed over to rayon during the past quarter. Other 
mills put the issue of improved efficiency up to their 
employees for cooperative solution. 

The leather and leather products industry is one of 
the few industries in New England that has exceeded 
last year’s level of operations. It stepped up employment 
and production seasonally during the third quarter. The 
volume of orders received by New England manufac- 
turers for fall and winter deliveries indicates that busi- 
ness will continue brisk into the late fall. Manufacturers 
are still scheduling production cautiously to prevent in- 
ventory accumulations, but there are indications of 
more long-range buying and fuller inventories. Men’s 
shoe plants, however, have not fared as well as the rest 
of the industry, and a general lag in retail sales makes 
the permanence of the pickup debatable. 


Shoe Output Improves 


Shoe production in New England in the first seven 
months of 1949 exceeded output in the same months a 
year ago by 1.2 per cent; there was a decline of 2.4 per 
cent for the country. Each month since March, New 
England production has run ahead of output in the 
same month a year ago. New England should close 1949 
with production up five per cent from that of 1948. The 
area’s share of U.S. production increased from 30.9 per 
cent in the first seven months of 1948 to 32.5 per cent in 
1949. New England’s success in increasing output has 
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been due partly to increased emphasis on medium- and 
low-priced, high-fashion lines. 


Other Nondurables Show Strength 


Employment in the New England garment industry 
in 1949 has consistently run below levels of a year ago, 
but late placing of orders for fall and winter merchan- 
dise resulted in a marked pickup in activity in Sep- 
tember. Because the overly cautious policy of keeping 
inventories to a minimum has resulted in sales losses for 
all levels of the trade, an easing up of hand-to-mouth 
buying is expected. Indications that fabric prices will 
not be reduced further will probably also foster more 
production for stock. During the year the sharpest 
decline in activity was concentrated in the men’s cloth- 
ing field, but orders on hand are reported to be sufficient 
to carry the industry through the remainder of the year. 
Women’s lines have been less affected. 

Stability continues to be the dominant characteristic 
of the printing and publishing industry. In the third 


quarter, New England employment equaled the level of 


the comparable period a year ago and increased slightly 
over the average for the earlier months of 1949. 

The food industry has been another source of stability 
during the recent recession. August employment in the 
industry in New England was almost equal to that in 
August a year ago. There was a slight loss of position 
during the third quarter, however, since during the 
earlier part of the year employment had run a bit ahead 
of year-ago levels. The recent rigidity of food prices 
and the small decline in consumer income have pro- 
duced greater care by many housewives in food buying. 

After a relatively poor first half, an increased volume 
of orders was first felt by brand-name jewelry manufac- 
turers in July and by the rest of the jewelry industry in 
late August and September. It has resulted in a slight 
pickup in activity in some plants and a real ‘““boom”’ in 
others. Manufacturers view the pre-Christmas season 
optimistically but are doubtful that dollar volume will 
exceed that of last year. 

Employment in the New England rubber-products 
industries turned upward in August after declining 
steadily since late in 1948. The end of vacations and an 
increase in orders were responsible for the upturn. 
Despite the improvement in August, employment was 
still ten per cent below that of August 1948. The rubber 
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footwear branch of the industry noted some pickup in 
activity, but the existence of sizable retail stocks still 
acts as a deterrent to any marked general improvement. 
Manufacturers of miscellaneous rubber products report 
production to be continuing at a steady pace. 

Employment and production in the New England 
chemical industry rose slightly from July to August but 
were still well below the levels of August last year. The 
general decline in industrial activity, inventory cur- 
tailment by purchasers, and reduced exports lessened 
the demand for many chemical products. Some pickup 
in sales was observed in August along with the improve- 
ment in the other nondurable-goods industries. 

The continuation of home building at a rate only 
slightly below that of 1948 and the general third- 
quarter economic improvement have combined to bring 
a sharp increase since July in the demand for all types 
of lumber excepi the lower grades of hardwoods. In- 
creased sales have so far served mainly to enable mills 
to move accumulated inventories, and there has been 
only spotty effect on price quotations. Employment in 
the New England branch of the industry remained rela- 
tively constant during the third quarter at a level about 
12 per cent below that of the same period last year. 

The demand for paper and paperboard turned up- 
ward in mid-August as distributors cleaned out inven- 
tories. Production and employment rose in August, 
though they are still well below last year’s figures. The 
demand for newsprint has held production in this 
branch of the industry at capacity levels since 1945. 

Dealer inventory replacement, the general economic 
revival, and the approach of the Christmas season are 
expected to call for paper and paperboard production at 
near capacity rates until around the end of the year. 
Prices on some lines, notably kraft papers, were hiked 
in September without adverse effects on orders. 

Orders have come to New England furniture manu- 
facturers in steady but unspectacular volume through- 
out 1949, and the well-organized end of the industry has 
suffered little or no real discomfort. The brunt of the 
economic readjustment has fallen on those who lack 
capacity for quick style changes to accommodate their 
products to a choosy market. Through most of 1949, 
production was about 15 per cent below output in the 
same month of 1948. Production and employment were 
stepped up somewhat in August. 


AVERAGE WEEKLY EARNINGS 


Monufocturing Industries 






United Stotes 


Mossochusetts 





Yeorly Averoge 1948 Monthly 


1949 


Monthly Review 


FEDERAL 


Metalworking Industries Turn € p 


im September 


New England’s metalworking industries apparently 
reached their turning point in employment and produc- 
tion in August, about one month after the reversal in 
the region’s nondurable-goods industries. The durables 
had generally showed small declines in activity from 
July to August. 

Employment in the primary metal industries in New 
England held virtually constant from July to August. 
Iron and steel activity fell off slightly, but nonferrous 
metals recorded a rise. After a low level of operations 
during the summer, the threat of a strike stimulated a 
sharp rise in steel-producing rates during the last half 
of the third quarter. The strike call which opened the 
fourth quarter, however, raised doubts about activity 
during the rest of the year. Another sign of improve- 
ment in the steel industry during the third quarter was 
the small rise in scrap prices, which had plummeted 
earlier in the year. Finished steel prices have remained 
essentially unchanged for the last year. 

The movement to establish an integrated steel mill 
in New England gained momentum as the recession 
made New England steel consumers acutely conscious of 
their high freight bills on steel. It was stated that the 
New England-New York City area was the largest con- 
centrated steel market in the United States not served 
by a local steel mill. It was also claimed that a new steel 
mill situated in New England would enjoy costs of 
assembly for raw materials which would give it a favor- 
able competitive position. 

The summertime improvement in the nonferrous- 
metals industry affected most types of producers. The 
need for inventory replenishment was of great impor- 
tance in the pickup, as purchasers had overestimated 
the magnitude of necessary stock reductions. The con- 
tinuation of high-level automobile production and con- 
struction activity also provided strong support. Prices 
of copper, lead, and zine firmed early in the summer 
and advanced fractionally during the third quarter. 
The stimulation of summer lead purchases by storage- 
battery manufacturers was dissipated by the end of the 
period, however, and the price of lead dropped once 
again. Connecticut copper and brass producers hit their 
low in June and by August had recovered to the March 
level. Their sales were still far below those of 1948. 
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Manufacturers of nonelectrical machinery accounted 
for most of the July to August decline in durable-goods 
employment in New England. Their employment total 
for August was more than 20 per cent below that of 
August a year ago. They have been affected adversely 
by the decline in industrial expansion during 1949. The 
machine tool business during recent months has not 
been as good as had been expected. Orders from abroad 
under the E. C. A. program have not materialized in the 
volume anticipated, as foreign manufacturers have filled 
a large proportion of their requirements at home or 
from nearby suppliers. Nevertheless, foreign orders led 
in the rise of unfilled orders from 48 per cent of the 
1915-1947 average in July to an index value of 51 in 
August. Shipments rose by a somewhat greater extent, 
and the industry’s order backlog dropped to less than 
four months. 

Electrical-machinery producers in New England have 
also been operating during the third quarter at levels 
approximately 20 per cent below those of last year. 
Their decline in employment virtually ceased from July 
to August, however, and final figures for September may 
reveal a small increase. Employment by the radio 
apparatus division remained steady during the summer 
months at a level about ten per cent below that of last 
year, with television offering strong support. Continu- 
ing large utility investment has aided producers of 
heavy electrical apparatus, though the reduced rate of 
industrial investment has cut production in some other 
electrical-goods lines. A late summer rush of distributors 
to replenish depleted inventories of refrigerators, stoves, 
and other electrical appliances required an expansion of 
output and the recall of furloughed workers by some 
producers in the industry. 

Textile-machinery manufacturers’ backlogs of do- 
mestic orders evaporated during the summer quarter and 
they expected to lose much of their foreign business 
because of foreign currency devaluation. Textile sup- 
plies and machinery parts sold well, however, as textile 
mills used their machinery more intensively and changed 
it over for new fibers. 

Shipbuilding activity in New England has held steady 
along with the production of motor vehicles and aircraft. 
A small employment gain was recorded from July to 
August. The transportation-equipment industry is the 
only durable-goods industry in New England which has 
maintained activity close to last year’s peak levels. 
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Manufacturing employment in New England 
increased by one third from 1939 to 1947. Most 
of the expansion occurred in the durable-goods 
division, particularly in the machinery, electrical 
apparatus, and fabricated-metals industries. 

Connecticut and Vermont led the other New 
England states in manufacturing expansion. They 
are both primarily durable-goods producers. 

The changes from 1939 to 1947 reversed the 
downward trend in New England manufacturing 
employment which had been apparent during the 
preceding 20 years. The proportion of durable- 
goods employment to total manufacturing em- 
ployment in the region seems to have been in- 
creased permanently by the war-induced changes 
in New England’s industrial structure. 











THE WAR YEARS produced major changes in the struc- 
ture and magnitude of manufacturing operations in 
New England. Some of the changes were purely wartime 
phenomena. Many of the changes, however, were car- 
ried over into the postwar years and were impressed into 
the pattern of economic activity in New England. 

This article discusses the changes in factory activity 
from 1939 to 1947 and puts them into the perspective 
of New England’s long-term industrial trends. 


Growth of Manufacturing from 1939 to 1947 


Between the peacetime years of 1939 and 1947 New 
England converted its manufacturing facilities to war- 


time production, poured out enormous quantities of 


military goods, and reconyerted its factories to peace- 
time products. The 1939 and 1947 measures of factory 
activity, as recorded by the Census of Manufactures, 
show how the region’s factory system was affected by 
the economic pressure of the war. 

From 1939 to 1947, the number of manufacturing 
establishments in New England increased by one third. 
Factory employment gained almost as much. Value 
added by manufacture almost tripled. 


CHANGES IN MANUFACTURING: NEW ENGLAND AND U.S. 
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New England showed a smaller relative expansion 
in factory employment and value added by manufac- 
ture from 1939 to 1947 than any other major region of 
the country. Only the East North Central and West 
North Central regions recorded smaller proportionate 
gains in the number of manufacturing plants. 

The principal reason for New England’s slower ex- 
pansion was its already high state of industrialization. 
In 1939 about 41 per cent of the gainful workers in New 
England were engaged in manufacturing and construc- 
tion activities. Only 29 per cent of the whole country’s 
gainful workers were so engaged. The higher base in 
1939 made it more difficult for New England industry to 
expand output and employment as much as the rest 
of the country. Labor shortages arose more quickly in 
New England. The less industrialized areas were «able 
to support a greater relative expansion by a movement 
of workers from agriculture to industry. In addition, 
those areas had more stimulus from publicly-financed 
industrial construction. 

The more rapid expansion of manufacturing activity 
in the rest of the country from 1939 to 1947 reduced 
New England’s share of the national manufacturing 
totals. In 1939, the region had contained 8.8 per cent 
of the country’s factories, had employed 12.1 per cent 
of all American factory workers, and had contributed 
9.9 per cent of the total value added by manufacture. 
In 1947, New England contained only 8.4 per cent of 
all the country’s manufacturing establishments, em- 
ployed only 10.4 per cent of its factory workers, and 
was responsible for only 9.1 per cent of the nation’s 
value added by manufacture. 

Even these lower figures, however, were far in excess 
of New England’s 6.4 per cent of United States popula- 
tion and 7.8 per cent of the nation’s gainful workers. 
Only the Middle Atlantic, East North Central, and 
South Atlantic regions contributed higher totals of 
value added by manufacture and manufacturing em- 
ployment during 1947, and each of them contained far 
larger populations. Since New England had the smallest 
number of inhabitants of any principal region of the 
United States, except for the Mountain States, its man- 
ufacturing contribution remained outstanding. 

Despite its slower rate of growth, the quality of New 
England’s manufacturing expansion was high. The 
value added by manufacture per worker in the region 
grew appreciably more rapidly than that in the United 
States as a whole. The major cause for New England’s 
lead in this respect was the much greater relative 
growth of durable-goods production over nondurable- 
goods output in New England. The nondurable lines, in 
which two thirds of the region’s manufacturing employ- 
ment had been concentrated before the war, custom- 
arily have a lower value added by manufacture per 
worker than the durables. New England’s prewar base 
for value added per worker, therefore, was relatively 
low. The better balance in its industrial structure after 


'Value added by manufacture is a measure of the increment created by the 
manufacturing process. It does not include the value of purchased materials and 
supplies, containers, fuel, or purchased power. 
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CHANGES IN NUMBER OF PRODUCTION WORKERS 
BY INDUSTRY, 1939-1947 


(THOUSANOS OF WORKERS) 


NEW ENGLAND INDUSTRY 
+81 MACHINERY (EXC. ELECTRICAL) 
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PRODUCTS 


+1,000 


UNITED STATES 
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the war was beneficial to the income level of its workers 
as well as to its over-all statistical performance. 

The average size of New England’s factory establish- 
ments has been consistently larger than the average 
for the nation, whether measured by employment or 
value added by manufacture. While plant size was about 
the same in the two areas in the durable-goods indus- 
tries, New England’s soft-goods plants were substan- 
tially larger, on the average, than those in the rest of 
the country. The average plant in the region had 62 pro- 
duction workers in both 1939 and 1947. The average 
plant in the United States increased its factory force 
somewhat from 45 to 49 during the same period. Plant 
size as measured by value added by manufacture has 
also continued to show a similar, though smaller, differ- 
ential in favor of New England. The difference has been 
maintained by the dominant influence in the area of 
such industries as textiles, paper, and machinery, where 
the value added per establishment has been far greater 
than the national average. 


Greater Growth in Durables 


In 1939, establishments making nondurable goods had 
employed 68 per cent of New England’s factory workers, 
and 32 per cent had worked in durable-goods plants. By 
1947 the durable-goods producers had increased their 
employment to 42 per cent of all factory employment, 
as nondurable-goods employment fell in importance to 
58 per cent of the total. While the soft-goods makers 
were expanding their factory employment by only 12 
per cent, the factory force of the hard-goods producers 
leaped 74 per cent. Similar differences appeared in the 
rate of growth of value added by manufacture and 
number of establishments. 





The rate of expansion in employment by New Eng- 
land’s durable-goods industries, large as it was, fell 
slightly short of the national rate of increase of the same 
industries. The country-wide expansion in the nondu- 
rable lines exceeded that in New England by a much 
larger margin. The division between hard- and _ soft- 
goods employment in the nation in 1939 was essentially 
the same as that which existed in New England eight 
years later. During the eight-year period, the employ- 
ment balance in the nation shifted even further toward 
the durable-goods industries. By 1947 there were 52 
workers in durable-goods plants throughout the nation 
for every 48 in soft-goods factories. 

In New England the electrical-machinery, nonelectri- 
cal-machinery, and fabricated-metals industries led the 
expansion of the durable-goods division. These three 
industry groups, which are among the largest in New 
England, provided more than half the 300,000 increase 
in factory jobs in the region from 1939 to 1947. Along 
with the transportation equipment and instrument in- 
dustries, they also showed the largest percentage gains 
in employment over the period. 

The only industry classified among the nondurables 
which rivaled the leading durables in both absolute and 
relative gains was the miscellaneous-products industry, 
which turns out jewelry, toys, plastics, sporting goods, 
and similar products. The chemical and rubber-prod- 
ucts industries showed large percentage gains, but their 
small size in 1939 limited the impact of their expansion. 

The manufacturing industries in the United States as 
a whole contributed to increased employment from 1939 
to 1947 very nearly in the order of their size. The only 
important exception was the textile-products industry, 
the second largest manufacturing employer in the na- 
tion, in which the number of factory workers showed 
only a small gain. 

In New England the expansion in employment oppor- 
tunities was less closely related to the size of the in- 
dustry. The textile industry, which is the region’s 
largest manufacturing employer, showed no increase in 
employment. The leather and leather products industry 
is the third largest in New England, but it showed an 
absolute decline in factory workers over the period. The 
producers of apparel also increased their employment 
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by less than might have been anticipated in view of their 
previous importance. On the other hand the absolute 
expansion in employment by the transportation-equip- 
ment, instrument, and chemical industries was greater 
than might have been expected from their previous size. 
The relatively poor performance of the important 
textile and leather-products industries was of major 
importance in holding down the total increase in em- 
ployment by the nondurable-goods industries in New 
England. Since most durable-goods industries expanded 
sharply, 74 per cent of the region’s over-all increase in 
factory workers occurred in the hard-goods lines. In the 
United States only 67 per cent of the total increase in 
production workers took place in the durables. 


State Differences in I ypansion 


The varying rates of expansion in factory employ- 
ment from 1939 to 1947 among the individual New 
England states depended heavily on the differences in 
their industrial structures. Those states with the highest 
proportions of their factory workers in durable-goods 
industries enjoyed the greatest relative expansion. Those 
with the highest proportions of workers in the nondu- 
rable-goods industries showed the least expansion. 

Connecticut and Vermont led the New England states 
in securing and holding employment gains from 1939 
to 1947. They are each preponderantly durable-goods 
manufacturers. Vermont was further aided by the low 
base from which it started in 1939 and its relatively 
greater opportunity for expansion. At the other end of 
the list are Rhode Island and Maine, with their pre- 
ponderantly nondurable-goods production. An accom- 
panying table shows how the two measurements are 
related for each New England state. The table also 
includes the ratios between locational advantages and 
disadvantages, as reported by manufacturers now oper- 
ating In the various states.? 

The order of increases in employment from 1939 to 
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| IN THE NEW ENGLAND STATES | 
1939-1947 
| 
| Proportion Ratio Between | 
| Increase of Workers Locational } 
| in in Advantages and | 
| State Manufacturing Durable-Goods Disadvantages | 
| Employment Industries Reported by } 
| (1939) Manufacturers | 
| j 
i j 
} Connecticut 47% 54% 3.1 | 
| Vermont 47% 53% 23 } 
i Massachusetts 30% 26% ae | 
| New Hampshire 25% 19% 19 
i Maine 21% 20% 1.6 
| Rhode Island 17% 19% 1.3 | 
| Sources: U. S. Bureau of the Census } 
| Federal Reserve Bank of Boston | 
} | 





1947 is very nearly the same as the order of the ad- 
vantage ratios for the individual states. The one excep- 
tion is the situation for Massachusetts and New Hamp- 
shire. Despite a higher advantage ratio for New Hamp- 
shire, the growth in employment was larger in Massa- 
chusetts. Evidently the higher proportion of durable- 
goods production in Massachusetts was sufficient to 
compensate for the lesser advantage ratio. The states 
of New Hampshire, Maine, and Rhode Island all had 
about the same proportions of factory employment in 
the durable-goods industries, but the rates of growth in 
these states varied directly and almost exactly propor- 
tionately with their advantage ratios. 

It is not surprising to observe that the advantage 
ratios for the states generally decline as the proportion 
of total factory workers engaged in durable-goods pro- 
duction goes: down. New England no longer has the 
advantages over the rest of the country that it used to 
have in the nondurable lines. Its competitive strength 
in the durables has held up better. Advantage ratios 
currently reported by New England manufacturers are 
2.2 in the hard-goods industries and only 1.7 in the soft- 
goods industries. 

These findings suggest that New England’s principal 
opportunities for expansion of manufacturing activity 
during the coming years lie in the durable-goods indus- 
tries. The growth of manufacturing employment in a 
particular state during the coming years, as in the last 
eight years, will probably depend heavily upon: (1) 
the relative importance of the durable-goods industries 
in the state at the present time, and (2) the ratio be- 
tween the advantages and disadvantages of the man- 
made and natural location factors in the state. 


/ ornge- lerm Employ ment Trends 


The wartime period produced a sharp reversal in the 
20-year downward trend of manufacturing employment 
in New England. From 1919 to 1939, total manufactur- 
ing employment dropped by 390,000 workers, 220,000 
in the nondurable lines and 170,000 in the durables. In 
percentage terms the losses of the hard-goods industries 
(31 per cent) were slightly higher than those of the soft- 
goods lines (24 per cent). 

All of New England’s nondurable-goods industries 
except apparel shared in the inter-war decline. Only the 


2See “New England Manufacturing 


- Its Future Prospects” (Monthly Review 
September 1949). 


R 1949 


Monthly Review 


FEDERAL RESERVE 


electrical-machinery group showed an increase among 
the durables. During the same period, manufacturing 
employment in the United States fell by a smaller pro- 
portion, with a 15 per cent decline in the durables offset 
in part by a five per cent gain in the soft-goods division. 
New England’s inter-war record was better in the hard- 
goods lines than in the nondurables in relation to the 
national experience, though it lost some ground to the 
rest of the country even in the durables. 

The years from 1919 to 1939 represented a period of 
major readjustment in American industry. Some of the 
old industries became smaller employers. Buyers shifted 
their demand to newer products. Some industries pro- 
duced the same or larger output with fewer workers, and 
demand did not increase enough for them to expand 
their working force. The period was also one of geograph- 
ical readjustment in manufacturing industries, as the 
centers of population and income moved farther west. 

The textile industry in New England reflected the 
impact of all three of these forces. Its employment total 
declined steadily from 1919 to 1939. The New England 
leather and leather-products industry suffered from sim- 
ilar difficulties. The employment decline in these two 
industries was as large as the entire net drop in the 
nondurables. Newer regions also captured part of New 
England’s market in the durable lines. The area keenly 
felt the loss of much of its World War I shipbuilding 
and other transportation-equipment business. 

With the outbreak of World War II the demand for 
all types of durable goods surged upward. In New Eng- 
land the most striking expansion took place in the trans- 
portation-equipment, nonelectrical-machinery, iron and 
steel-products, and electrical-machinery industries.$ 
Similar increases in employment and output occurred 
throughout the rest of the country. 

During the peak period of wartime production, New 
England’s employment in the durable-goods industries 
rose above that in the nondurables for the first time in 
history. The end of the enormous military demands, 
however, produced a sharp decline in employment by 
the durables after 1945. The soft-goods industries ex- 
panded their employment and output almost imme- 
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diately after the end of the war and regained their lead 
over the durables. 

After the brief reconversion flurry, most of the non- 
durables steadied at employment levels somewhat above 
those which had existed before the war. The durables 
generally lost about half of their wartime gains but 
settled down at levels well above those of 1939. 

The series shown in the accompanying charts end 
with another decline for the first half of 1949. This 
decline, however, was primarily the result of a business 
recession rather than the acceleration of a downward 
trend. Employment figures for the full year may be 
higher, and 1950 will probably show some increase over 
the average for 1949. 

Despite their postwar losses, the durable-goods in- 
dustries in New England seem to have increased per- 
manently their share of the area’s total manufacturing 
employment. While the region still enjoys the stabilizing 
influence of a large bloc of soft-goods industries catering 
primarily to the needs of individual consumers, it can- 
not look to them for major long-term expansion. A 
further gradual decline in New England’s textile-mill 
and leather-products employment is possible during the 
coming years. Most of the other nondurable lines at 
present do not give promise of large employment in- 
creases. If the region can extend its wartime gains in the 
durables, it can retain indefinitely its above-average 
share of the nation’s manufacturing employment. 

37he classification system employed in the long-run analysis of New Eng- 
land's manufacturing employment is the one used in the Census of Manufac- 
tures before 1947. The changes from 1939 to 1947 have been discussed in 


terms of the slightly revised classification of 1947, for which comparable data 
are not available prior to 1939. 
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VACATION BUSINESS flourished in New England during 
this past summer in marked contrast with the low level 
of New England manufacturing sales and employment. 

New England entertained 4.6 per cent more vacation- 
ing guests between May | and Labor Day 1949 than in 
the same period during 1948. These guests paid 4.2 per 
cent more for the services of vacation lodging places 
this summer than last summer. Both the hotels and 
tourist lodging places shared in the improved business. 

The hotel group — which includes nearly all lodging 
places serving meals — entertained only 1.7 per cent 
more guests this summer than last. By serving tran- 
sient meals and offering some one-night accommodations 
to traveling vacationists, the hotel group did manage 
to increase its receipts by 3.1 per cent for this summer’s 
work over what they received last summer. 

Although the “name” resort hotels may have lost 
some regular guests because of foreign travel, the high 
quality of their services enabled them to operate at 
about last year’s levels. Also on the favorable side, 
many New England resorts that were prewar favorites 
with the Canadian visitor reported that their northern 
friends were coming back in comparatively large num- 
bers, in spite of currency difficulties. 

Other resort hotels failed to do as well as they did a 
year ago. They may have lost business to more modern 
and expensive hotels, and also to the modern, less ex- 
pensive tourist lodging places. Failure to modernize 
soon enough may have reduced their drawing power. 


Tourists kat Out 


The remainder of the hotel group reported much 
better business this summer than last summer. Adult 
camps lured the economy-minded family vacationist. 
The central dining-type resort catered to the many 
cottage-seekers who did not care to bother with the 
preparation of meals. Practically all places that offered 
meals to the public increased their dining room receipts. 
They benefited from an increased number of guests at 
non-meal-serving tourist lodging places. 

New England tourist lodging places (tourist homes, 
cabins, and housekeeping cottages) received 9.1 per 
cent more money from 7.3 per cent more guests between 
May 1 and Labor Day 1949 than in the same period a 
year ago. The tourist business was excellent until mid- 
August. In the last two weeks of August, however, busi- 
ness experienced an expected sharp decline. The slump 
was expected because a similar late August slump had 
occurred in 1947 and 1948. Furthermore, the reserva- 
tions section of the Vacation Business Index in 1949 had 
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indicated during the spring and summer that a similar 
and possibly larger decline was probable again this year. 
The repetitive nature of the late August slump seems 
to indicate a changing seasonal pattern of vacation pref- 
erence. It is probable that because of overcrowded 
lodging places, jammed highways, and occasional un- 
seasonably cool weather of past Labor Day week ends, 
many people decided to take vacations at other times. 
The vacation business industry must resell the popu- 
larity of late August. A ten-week season does not allow 
leeway for a serious two-week decline in business. 
Overnight cabins and housekeeping cottages with a 15 
per cent increase in gross receipts had the largest per- 
centage increase of business for the third consecutive 
year. Most cabin construction is relatively new, fur- 
nishings have not deteriorated, and plumbing facilities 
are more than adequate. Tourist homes have had diffi- 
culty in competing with the many newer, more modern 
cabin developments during the peak months of July 
and August. A combination of modernization, hospi- 


SPRING AND SUMMER GUEST OCCUPANCY CHANGES 
NEW ENGLAND VACATION LODGING PLACES 
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tality, and attractiveness during May, June, September, 
and October might enable tourist homes to develop a 
better following during the other summer months. 

Vacation lodging place operators are interested in 
ways to increase vacation business. The method most 
highly publicized is the use of promotion and advertis- 
ing. Reluctance to increase advertising expenditures, 
however, may forestall much further expansion of the 
promotion method. A. self-generating method is to 
please every guest so well that he will hesitate to go 
elsewhere and will himself sing the praises of his New 
England vacation spot. Study and effective use of 
menu-planning and food preparation; housekeeping 
and laundry; interior decoration, lighting, and guest 
comfort; landscaping and architecture; and guest en- 
tertainment programs will help to build up good will 
and make New England an even better place to take 
a vacation. 
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Summary of National Business Conditions 


(Prepared and Released by the Board of Governors of the Federal Reserve System, Washington, D. C.) 





Industrial production and employment increased in 
August and early September. Construction activity was 
maintained at advanced levels. Wholesale commodity 
prices rose slightly from mid-August to mid-September 
but subsequently declined. Department store sales in- 
creased somewhat after mid-August. 


Industrial Production 


The Board’s seasonally adjusted index of industrial 
production advanced in August to 170 per cent of the 
1935-39 average, which was slightly above the June 
rate. According to present indications, the index may 
show a small further rise in September despite a work 
stoppage at coal mines after the middle of the month. 

Production of durable goods rose five per cent in 
August, mainly because of substantial gains in activity 
in the iron and steel, nonferrous metals, and lumber 
industries. Steel output in August was at a rate of 82 
per cent of capacity, the same as in June, as compared 
with 71 per cent in July. In September, steel production 
had been scheduled at about 85 per cent of capacity. 
Assembly of passenger automobiles continued at record 
rates in August and early September, while truck 
assemblies declined, partly as a result of work stoppages 
at plants of a leading producer. Over-all activity in the 
machinery industries was maintained at the July level 
in August, as increased output of refrigerators and other 
consumers’ electrical appliances offset further declines 
in industries making producers’ equipment. 

Nondurable-goods production advanced in August to 
the highest level since March. There were large in- 
creases in output of cotton and rayon textiles, shoes, 
paper, paperboard, and tobacco products. Production 
of meat, seasonally adjusted, was maintained in August 
and early September and was at a level substantially 
above that of a year ago. Output of most other non- 
durable goods showed little change in August. 

Minerals output increased in August, reflecting 
mainly a somewhat larger volume of coal production. 
Coal output in August, however, was one third below 
a year ago. Crude petroleum production showed little 
change in August and advanced two per cent in early 
September. Iron ore production declined more than 
seasonally in August and early September. 


Employment 

Employment in nonagricultural — establishments 
showed somewhat more than the usual seasonal rise in 
August. Gains were mainly in manufacturing and state 
and local government employment. The number of 
persons unemployed declined from 4.1 million in early 
July to 3.7 million in early August. 

Value of construction contract awards in August, 
according to the F. W. Dodge Corporation, declined 
slightly from the high July level, but early reports in- 
dicate that awards in September regained the July 
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level. The August decrease reflected substantial de- 
clines for most types of nonresidential construction, 
which more than offset a 15 per cent increase in resi- 
dential contracts. The number of new housing units 
started in August, as estimated by the Bureau of Labor 
Statistics, totaled 98,000 compared with 96,000 in July 
and 87,000:in August 1948. 

Value of department store sales increased somewhat 
more than seasonally in August and the first half of 
September. The Board’s adjusted index for August is 
estimated at 282 per cent of the 1935-39 average, com- 
pared with 279 in July and an average of 286 for the 
first eight months of the year. Sales of major household 
appliances have increased in recent months and have 
not been as far below year-ago levels as they were 
earlier. 

Railroad freight shipments in August and _ early 
September were above the July level, reflecting mainly 
gains in coal and numerous manufactured goods, but 
they subsequently declined again as a result of sharply 
curtailed coal shipments. Total carloadings in August 
were 19 per cent below the same period a year ago. 


Commodity Prices 


The general wholesale price index advanced some- 
what from mid-August to the middle of September but 
subsequently declined again. These changes reflected 
to a large extent fluctuations in livestock and meat 
prices. Following devaluation of British and many other 
foreign currencies, generally by about 30 per cent, 
dollar prices of tin, rubber, and some other imported 
materials declined from five to eight per cent. Prices of 
most nonferrous metals, following moderate advances 
in July, showed little change during August and most 
of September. Prices of steel scrap and of cotton and 
rayon cloth continued to increase. 

Business loans at banks in leading cities increased 
moderately during August and the first three weeks of 
September. Portfolios of municipal and corporate se- 
curities also were expanded somewhat. Holdings of 
Government securities increased over two_ billion 
dollars, reflecting in large part the use of the funds re- 
leased by the reductions in reserve requirements in 
August and early September to acquire additional bills 
offered by the Treasury and to purchase short-term 
Government securities from the Federal Reserve Banks. 

A reduction in Treasury balances at the Reserve 
Banks early in September supplied reserve funds to 
member banks. In the third week of the month Treas- 
ury balances were rebuilt through quarterly income tax 
receipts, and excess reserves of banks were reduced. 

Prices of Government and high-grade corporate 
bonds showed relatively little change in the first three 
weeks of September. After rising in the second week of 
September to the highest level in nearly a year, com- 
mon stock prices moved irregularly. 
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Monthly Averoge as 
Since March the volume of bank debits in the major 
N. E. cities has continued on a lower level than in the 
nation. This reflects a smaller volume of transactions 
in the region, in part a result of relatively greater 
unemployment in manufacturing industries. 
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SOURCE Federal Reserve Bank of Barton 

De posits, debits, and the rate of turnover usually 
move in the same direction. When business is good, 
use of —— expands — money is spent more 
rapidly. Less active business and lower prices during 
1949 have held turnover rates below 1948 levels. 
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Weekly 1949 f-9 
On October 5 business loans had increased $603 mil- 
lion from the 1949 low in early August. Inventory ac- 
cumulation for the fall and Christmas seasons had 
stimulated lending. These loans, however, were still 
$1.8 billion below the level of a year ago. 
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Weekly 1949 rs 
Between April and October the F. R. System reduced 
its holdings of U. S. securities $3.4 billion thus filling 
most of the banks’ demands for investment of funds 
freed by lowered legal reserve requirements. These 
sales also aided in maintaining an orderly market... . 
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Weekly 1949 r10 
Business loans in N. E. finally turned up in Septem- 
ber. Compared with the nation, the rise was relatively 
small. Most of the increase occurred at Boston banks, 
reflecting borrowing by larger business units in re- 
sponse to recently improved conditions. 
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Weekly 1949 pr 
.-. In addition to purchases from the Reserve System, 
banks have bought substantial amounts of U. S. se- 
curities from nonbank investors. Thus funds have in- 
directly been made available to business, with result- - 
ing increases in deposits and the money supply. 
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